





There is No Need for the NPR: The Current Regulations Need to be Modernized With the 5%
Deposit Reinvestment Rule and Updated With Some Previously Suggested Improvements

Everyone agrees that CRA needs to be modernized to reflect the growth of branchless banks and
digital banking, but that can best be done with the 5% Deposit Reinvestment Rule. It requires any
bank with more than 5% of its deposits from a Metropolitan Statistical Area (MSA) to have a
commensurate CRA reinvestment obligation there. The misguided NPR suggests the backwards
concept of basing non-facility Assessment Areas on loans rather than deposits.

The intent of CRA and in fact its middle name is about the REINVESTMENT of deposits. Rather
than reinvesting them in affluent neighborhoods or “hot spots” where they emanate, the 5% Deposit
Reinvestment Rule requires the benefits to be reinvested in CRA “deserts” in the sourcing MSAs.

Similar to a Robin Hood Rule, giant internet, credit card, fintech and other branchless banks, which
are harvesting tens of billions from the affluent communities of our largest MSAs, would be required
to provide CRA benefits in the LMI communities in those same MSAs.

Who can argue with this rule other than the branchless banks that would have new reinvestment
requirements OR the “sanctuary” cities of Salt Lake City, Sioux Falls and Wilmington where most
of them are based that now receive 100% of the CRA benefits of the deposits from our large MSAs.

Besides this 5% Deposit Reinvestment Rule fix to modernize CRA, it will also benefit from many of
the best ideas in the rescinded OCC Final Rule such as a list of qualifying community development
activities and a regulatory prequalification procedure, some of which are in the NPR.
Together this modernization fix with some generally accepted improvements can be called “CRA
Reform Lite” as compared to the complex and unnecessary 700-page overhaul in the NPR. Yes,
CRA needs to be updated and tuned-up not totally overhauled as proposed in the NPR.
All of the other non-modernization goals for CRA reform supposedly being addressed by the NPR
can be met through the existing regulations such as increased examiner training and more consistent
enforcement among the three agencies.
The agencies, however, must be more mindful of the increased regulatory burden, especially on
banks with assets over $10 billion that are most adversely impacted by the NPR. Instead of those
135 banks that control 88% of industry assets, the NPR should have focused on the 32 banks with
assets over $100 billion that control three-fourths of industry assets.
Listing of Six Detailed NPR Comments That I Have Submitted Under Separate Cover:

1. “The NPR’s Comment Period Should Have Been Extended”

2. “The Fed’s Heavy Hand in this NPR”

3. “The Fed’s Mission Creep and Overreach on CRA Reform”

4. “The NPR Must Have the 5% Deposit Reinvestment Rule”

5. “The NPR’s Major Errors of Commission and Omission”

6. “Why Community Groups, Banks, and Examiners Should Oppose the NPR”

My comments represent my personal views and not those of any university, financial institution, 3
company, or other organization with which I am or previously have been associated.



